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Ch/D/A 1 april 1955

ch/b/E

Cosments on Testative Cutline of Intellizence iavisw of Heomomic
Deferiwe Probless.

1. The cutlize of such & study is of vitel imporienee and
serits most careful snd thoughtful tresiment as it must serve sp
the besis for a workalle econamic defesnss reliey. iny deternmins-
tior of what gomeditiss shcell Ye contrelled or what lgysl of
contre]l should he exercised of peceasily wust be realiatic, and
insofer as it serves as the tasls for internetions] controls,
gossptatles to COCCM countries.

2. The exploraticn of wuricus techuicues for measuring the
cnst to the Hloe of a curtailmeri of Floe imperts, 52 well as
varjous definitions of this “ensi®, through the use of rable-
dollar ratics se indicsters of relative ecsts of producticn &8
deseribed in secticn TV B would be an interesting and meritorious
sxarelse. Tt would be, however, ¢ time ecnsuming, ool icated
process, freught with Lhe Jangers inherent in the laek of ade
guatas, relisble statisticel dets. From P/E's long experience
swith tortusus (OC0Y negetistions, it snpears inconceivable

. thst sueh & zsthod would ba sgcepted by COOCH countriss as the

basis for security trade controls, even if {1t ware spproved
ry 58 noliey mekers, whieh appesrs urlikely.

3, The present cutline is illegicel snd eontradietery
in several places. '

. Tn T3, 1t is statad that the real probles

?‘.f""’u":‘ i KIEFOSN L A b 1O Mm t"ﬁ élﬂm,‘ ilhﬂl’.‘“ﬁ I%
tndientes that "the paper will pog result 1o & list

of eoumocitiss, or cormpiity estegoriles.® Tt wouls
thus sssm that ihe whole peper zs outlinad would
throw very little light on the zain crobler involved.

be ITh stetes that the presect COCLY program
"dces Dot prestly reduge over-sll volume of traie,®
bat TTT3 reeds "the present progran limite tetal trace
and, therefore, lmposes a cost on the Plece sconomy
whiah ean e thought of as en impairmest of Bloo
seoncaic capabilitias.® . _
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8. T1I{1) points cut the elmpst irsupersble difficultiss
invelved in messuring the cost of Jexying ths Blog various
isported goods, whersas I paragreph I1I{.) we read ihat,
"eoncaptually, therefors, most legical approach weuld be that
vhieh selscts commoditiss for denial on the besis of maximizing
everall sest of contrel progrem tc the Blse. . « +* If & con-
oept is lagisel but impossitle to uwse ir prectice, 1t would
appear illogiesl to Ineorporats it xs the bssis For the
propesad study,

4« In paregragh 1JI(3), the slalerent i made that "Ix Jew, if
any eases oan denial be eomfidently assumed te bave redused the output
of any partieuler =dlitary qoods in the Beviet Hloe." This is petently
ineorrect whs: scoscocunt is tekem of the Jdenisl] of & whole galaxy of
prototypes. % wer Lipossille, for emsmple, fer the Floe te produce
8 ceriain type of vader until they were sbls to obtsin a U3 pretotype
under lend.lecse. The saze applies to denlal of vester: sciemtific
exd teshwologiee] sdvances. 4t least su element of delay is injestad
into USSR militery production Yy emberge mot ouly of srototypes taut
of compdities 1o short supcly in the Eloe,

5. The desoriptice of rresent Pellcles In geeticn I7 and the
Bealuation of Presemt Prosrane J1J, are not entirely securaie and In
sxy svest reguire redrefting,

6. In pegtion IV, Alternative Fossibilitiss in Trede Contrel
Fellay, it 1» suggeotsd that "oversll value quotas for fyce world
exporis to gagh Flo¢ sountyry™ b considered. The difficuities of
administering the present systes of & quoks I blee gp & wiole
sugurs 111 for quotes for each individmelltThe Poisibility of
institut ng western Import contyels eyin';\# the Iloc 1s aleo sugossted.
The besis for the institution of lumport cemirels by the US sgninst
Comvunist Chins was the foel thei wa wers st war with thgt ecuniry.
Hepe of the other COCKH cowntries, exeept Camsdas, weat aleny with ikis
U8 sotion even though scme of tBen vere sending mem to fight in icrth
Keres, They eertainly would nol be expected ic socede e such oon
trols sguinst the vhole Floe nor would the US business commmity.

In pensral, the whole cutlize nseds reviaion asd @ more realistie
spprosch te the nrodlem, ’
25X1A%9a

1 dperdd) 1955
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MEMCRANDUM FOR HECORD

25X1A%9a

Meeting - Date: 4 April 1955

DA
Subject: D/E criticism of,.draft cutline for & reviev of Eecnonic
Defense Polioy for the Dodge Coumcil.

25X1A9a
opensd the meeting by smncuneing that the LA
paper we were thare to diseuss had been sutmitted 8 fow days
earlier faithout D/E knowledge) to the drefting Subcommitiee and
hed already bean sprroved in principle.

Subsequert questions regarding the appropristenses of
using estimatez of cost tc the bloe of denial of certein

commodities on the basis of 8 ruble-dollar ratic alielited
the following information.

1. D/A admitted the lack of complete statisticel
date ap? that a finished study would require & year's
tive.

2. Even then there was no oertainty that the study
ecould te used for the intended purpose--new criterils.

3. BHo study baa ss yet besen made of cost acecunting
rractices iv the Sovblee. .

" 4. The cost prices used are sanmn 1 figures snd oen
be checked only rarely arsinst spotty currsnt price datis.

&, GCost data of the type aveilable for the European
Sovbloc, such ma they zre, are virtuslly non-gxiztert [lor
Compaamiet Chima,

6. They were urawaré of the iaminence of & reviev of the
ChinCem lists ard therefors of the urgenay of a practiosl
paper.

7. It was sdziited thet "prototypes® did not lemd them-
selves to their proposed rethod of estimating cosis.

g2, D/E's coneern regarding ngslsatility to CUCCH had
not been tsken intc consideration, nor hed the difficulties
of sdministration of sepsrate quotas for sach satellite.

9., The contradictions and inconsistencles in the report
were explained hy the fset that the first thres sactions of
the report were writtsn by CIR and the resaining two by D/E.
Tneidentally D/B heas mot yet seen Section V.
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It vas apparent thet nothing D/E could say would prevent
D/A from going shead with itheir project as cutlined. Ch/D/E
asked Ch/D/A if he would objeat to D/E writing & wors prectical
alternative paper. The ansver wes "not at all.®

g N
25X1A9a&w

5 April 19558
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